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LABETTE COUNTY MEDICAI. CENTER

D/B/A I,ABETTE HEALTH

MANAGEMENT I S DISCUSSION AND ANAIYSIS

Years ended Decenber 3L, 20a1 and 2016

our discussion and analysis of the financial performance of Labette county
Medical CenEer d/b,/a Labette Health provides a narrative overview of Labette
Health's financial acEivitj-es for the years ended Decenber 31, 2ol'7 and 2016.
Please read it in conjunction witsh the accompanying financial statements.

Financial highlights

Labette HeaIEh's neE position increased by 51,012,500 or 3.0 percent in 2017 and
increased by $2,248,037 or 7-0 percent in 2016.

Labettse Healtsh reporEed an operating income of
income of i2,789,250 in 2015, and an operating

Using these financial statements

$722,543 \rL 20L7, an operat.ing
income of 92,'795,1,24 !\ 2015.

Labette Hea1tsh's financial statemeDts consi-st of three statements - a Statement
of Net PosiEion; a stsaEement of ReveDues, Expenses, and Changes in Net Position;
and a Statement of Cash F1ows, These financial statements and related notes
provide information about. the act.ivities of Labette HealEh, including resources
held by or for the benefit of Labette Health, and resources restricEed for
specific purposes by contribuEors, grranEors, and indenture agreements.

One of the most important questions asked about Labette Health's finances is, ,'fs
Labette Health as a whole better or worse off as a resulE of Ehe year's
activities?" The StatemenL of Net Position and the Statement of Revenues,
Expenses, and Changes in Net Position reporL information about Lalcette Health's
resources and its activities in a way Ehat helpe answer this question. These
statements include all restricEed and unrestricEed assets and all liabilitsies
using the accrual basis of accounting. For purposes of these two statements,
revenues and expenses are taken into accoult regardless of when cash is received
or paid.

These two statemenLs report Labette Health's neE position and changes iu iE.
Labette Heal-Eh's net position - the difference between asseEs and liabilities -
nay be thought of as one way to measure its financial health, or financial
position. over time, increases or decreases in Labette Health's net position are
one indicator of rrheEher its financial health is improving or deterj-orating,
Consideratj,on must also be given to otsher nonfinancial indicators, such as
changes in Labette Health's paEient base and measures of the quality of service
iE provides to the community, as well as 1ocal economic factors, to assess lhe
overall healEh of LabeEEe HealEh.

The final required sEatement is the Statemen! of Cash Flows. The statement
reporEs cash receipts, cash palments, and net changes in cash resulting from
operaEions, investing, and financing activities. IE provj-des answers to such
questions as "where did cash come from?'r, "what was castr used for?r', and "what
was the change in cash balance during the reporting period?"



I,ABETTE COIiNTT MEDICAL CENTER

D/B/A LABETTE HEAIJTH

ITIANAGEI{ENT I S DISCUSSION A}ID A}IA,JYSIS - CONTINT,ED

Years ended December 31, 2017 and 2015

AsseEs, Ij-abilities, and net position

Labette HealthtE statements of net position as of the end of each of the last.
three years are eummarized as foll-ows:

2417 2016 20L5

s 23 ,7 91,,968
L2 ,650 ,7L2
32 ,2O1 ,3OO

401 ,554

Total assets

Deferred outfLows of resourcea
on advance refunding

tiabiliEies
Current liabilities
Long-term liabiliEies

Total Liabilities

Net poaition

Assets
Current assets
Assets limited as to use
Capital assets, net
Other assetss

i24,97s,2L3
10,938,054
29 ,464 ,537

595 , A22

$ 24 ,16]. , 6s7
1-3 ,27 6 ,197
30 ,7 54 ,946

526 ,247

65 ,973 ,526

404 ,562

69,329,09L 69,O57,534

!47 , 5'10

Labette Health's neL positj-on increased
increased by $2,248,037 or 7.0 percent

l7,s4s,9\7) (6,s4s,231) O,AO8,379)
(23 ,522 ,343 ) (28,629,986) (29,:-95,764)

(31,068,250) (35,a7s,2231 (37,004,L43)

El!_,_?_13,2?9 !l_!l_q-L1?s E2r_q.5I_91

91,012,500 or 3.0 percent in 2017 and
20L6. The percentage of total assets

Cash and cash equivalents in the current asset caEegory increased by 91,112,1a5il 2OL7 and increased by 5L,287,642 in 2015. The changes in both years are due
to cash flows from operatj-ons and investing activiEies being more than the cash
used by capital and relaEed financing actj-vities.
NeE patsient accornts receivable decreased by $780,748 in 2017 and increased by
$752,64! in 2016. The number of days of net revenue represented by net. accourts
receivable was 55 days, 61 days, and 57 days as of Decernber 3I, 20t7, 2016, and
2015, respecEiveLy. The median value of similar hospitals for this rat.io is
58 days .

Nets capital assets decreased by SL,300,449 in 2Ol7 and decreased by 9L,442,3].4 irL20L6- Capitsal asset acquisitions during 2017 and 2016 ri'ere furded from operating
cash flow and capital lease obligations- Cash ouElays for capital asset
acquisitions totaled 53,203,2L6 during 2017, ard was paid for from operating cash
flow- Cash outlays for capital asset acquisitions tobaled 93,198,718 during
20L6, of w}lj,ch 9L75,777 (5.5 percent) was financed with capital lease obligations
and Lhe rest was paid for fron operating castr flow-

La.bette Health i-ssued $15,000,000 and $9,021,000 in bonds during,fanuary 2017 ard
Decenber 2015 respectively, for Ehe advance refunding of tshe 2OO7 bond issue.

by
in

financed with nets position, or equity, was 53.2 percent, 49.4 percent, and
45.4 percent as of Decenber 3L, 2O!7, 2015, and 2015, respectively-



LABETTE COUNTY MEDICAI CBiITER

D/B/A LABETTE HEALTH

MANAGEMEMT I S DISCUSSION AND ANA',YSIS - CONTINI'ED

Years ended December 3L, 2OL1 and 2015

oDerating results and changes in net position

Labette Healthrs operating resultss and changes in net position for each of the
Iast three years are summarized as follows:

2071 2076 2015

Capital granEs, contributions,
and sales tax revenue 1,052,443

Operating revenues
Operating expenses

operating j-ncome

Ambulance subsidy
Interest expense
Other nonoperating

revenues

Inpatient servj-ces
outpatienE services
Physician services

cross patient service
revenue

contractual adjusEments
Provision for bad debts
charity care

Net patient service
revenue

9 66 ,s46 ,140 $ 63 ,564,s26 $ 61, 9s4, 323
65,A24,O97 60,875,276 5 9, 158, 199

722 ,643

273 ,605
(L,236 ,2L5)

L99 , 624

i 4A ,97 4 ,1AO
lr3 ,342 ,40L

20 ,12'1 , O4A

raz , 443 ,629
(110,9s7,805)

(9,6s3,475)
(1,808,981)

t--59!-92]:]SL

2,749,250

r85 ,977
(t ,8L3 , 925\

110 , 311

976,424

2075

$ 49 , 489 ,322
99,118,560
ta ,952 , 555

L6-t ,560 , s37
(98,ats,924)
(8,258,805)
(1,555,704)

$ s9,s3o,r-03

2 ,7 96 , L24

99,a3L
(1,710,817)

626 , 402

L , O25 ,965

20r5

s 50, 708, 929
93,969,L75
L8 , 5L6 ,262

t63,t94,366
/oE r ol .o1 \

(7,L29,s30)
(2 ,241, , 544)

n-!9r-q&91

change in net position $ 1/f?rl!q I 2,24a,o37 $ 2,836,808

The first, and most significant, component of the overall change in Labetbe
Health's net position is its operating income - generally, the difference betweerr
net patient service revenue and the expenses incurred to perform those services.
Labette Health's operating income decreased by $2,056,60'7 Ln 2OL1 and decreased
by $5,87a in 2016.

Gross and net paEient service revenue for the past three years are analyzed as
foLlows:

20L'7



I,ABETTE COt'NfY MEDICAI CENTER

D/B/A LABETTE HEALTH

Ii{,ANAGEMEIIT I S DISCT'SSION AND ANTIYSIS - CONTINI'ED

Years ended Decem.ber 3L, 2Ol1 and 2016

Labette Health raised its charge rates by approximately 6.0 percent during 2017
and did not increase charge rates during 2015. Total inpatienE revenues decreased
by 1.0 perce[t during 2017. This decrease was a resulE of a 10.6 percent
decrease in acuEe and Icu patienE days, a 10.5 percent decrease in nursery
patienE days, and a 4.6 percent decrease in rehabilitation uniE patienE days.
These decreases in patient days were offset by Ehe charge increases LrL 20L7.
Total inpatient revenues decreased by 2.4 percent during 2015. Thj-s decrease was
a result of a a4.2 percent decrease in acuEe and ICU patient days and a
16.3 percent decrease in nursery patient days, which was partially offset by a
15.1 percent increase in rehabiLitation unit patient days during 2016.

OutpatienE reveDues increased by 14.4 percent during 2017 because of charge rate
increases alrd an 8.0 perceRE increase in outpatient regisErations. Outpatient
revenues increased by 5.5 percenE during 2016 due to a 4.9 percent increase in
outpaEient registralions. Ttre change in physician services revenue is primarily
due to changes in the nuriber of physicians working for LabeEte Health.

LabeEte Health has agreements with various Ehird-party payors that provide for
paymenEs to it at amounts different from iEs established charge rates. These
differences are referred to as contractual adjustments. These adjustments are
affected by the mix of revenues as well as by increases in Labette Health's
ctrarge rates relative tso changes in rates paid by third-party payors.

The provision for bad debts and charity care write-offs combined represent
5.3 percent, 5.9 percent, and 5.7 percent of gross patient service revenue durj-ng
201-7, 20L6, and 2015, respectively. These numbers are reflective of the curreut
health care euviro nent. in which an increasing number of patsienEs are uninsured
or insured by plans requiring higher out-of-pocket expense covered by the
insured.

Employee salaries and wag,es increased by $2,402,993 or 9.2 percent during 2017
and increased by $L,2L5,917 or 4.9 percent during 2015- The nunber of fu1l-time
equivalent employees increased by 41.38 (9.5 percent) during 2017 and increased
by 15.51 (3.9 percent) during 2016.

The cosE of employee benefits equaled 19,1 percent, 20.1 percent, and
18.7 percent of salaries and wages duriBg 2017, 2016, and 2015, respectively-
variations in employee benefiE cosEs generally correlate hrith claims experience
under Labett.e Health's self-insured employee health insurance p1an.

supplies and other expeases increased by 9.3 percent during 2017 alld decreased by
0.5 percent during 2015. These changes are consistsent witsh tshe patient volume
fluctuaEions experienced by Labette HealEh conbined with the general rate of
health care inflation.

Nonoperating revenueg include sales tsax revenues received from the County. This
subsidy offsets losses incurred by LabetEe Hea1th in operating the 1oca1
ambulance service, Labette Health began receiving this subsidy it 2002.
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REPORT OF INDEPENDENT CERTIFIED PI'BLIC ACCOT'M|AN|S

Board of Trustees
Labette county Medical Center

d/b/a Labette Hea1th

we have audiLed the accompanying financial statements of Ehe business-tl4)e
activity and the aggregaEe discretely presented component units of Labette County
Medical Cel]ter d/b/a LabeEte Health, a component urit of Labette county, I(ansas,
as of and for the years ended December 3L, 201,7 and 2016, and tshe related notes
to the financial statements, which collectively comprise Labette Health's basic
financi-al statements as listed i-n the table of contenEs,

MaDagemeD!' B Respo[Bibility f or tbe FiDarcial StaEemeElB

ManagemenE is responsible for the preparation and fair presentation of these
financial statements in accordaDce with accounting principles generally accepted
in Ehe United states of America; this includes the design, implementation, and
mainEenance of internal conirol relevant to the preparation and fair presentation
of finarlcial statements that are free from material misstatement, whether due to
fraud or error -

AuditorI s Re3polsibility

our responsibility is Eo express an opinion on these financial statements based
on our audits. we conducted our audits irr accordance with auditing standards
generally accepted in the United states of America and the Kansas Municipal Audit
and Accounting Guide, Those standards require that we plan and perform the
euAIts Eo oEtain reasonable assurance about whether the financial statements are
free from materi.al misstatsement.

An audit involves performing procedures to obtain audi! evidence about the
amorllrts and disclosures j-n Ehe financial statemenEs ' The procedures selected
depend on the audiEor's j udgment, including the assessment of the risks of
malerial misstatement of Ehe finalrcial statements, whether due to fraud or error.
In making those risk assessments, Ehe auditor considers internal control relevant
Eo tshe entity's preparation and faj,r presentation of the fi4ancial statements in
order Eo deslgn audit procedures that are appropriate in Ehe circumstances, but
not for the purpose of expressj.ng an opinion on the effecElveness of the entity's
internal control - Accordingly, we express no such opinion. AI audit also
includes evaluating tshe appropriateness of accounting policies used and lhe
reasonableness of significant accounting estimates made by nanagement, as well as
evaluaEing the overall presenEation of the financial statemenLs.

We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion-

Heather R. Eichem. CPA
Brian J. Florea. CPA
John R. Helms, CPA
Eric L. Otting, CPA

LLC

Darrell D. Loyd, CPA
Jere Noe, CPA
John E. Wendling, CPA
Barry W. Boyles, CPA
Adam C. Crouch. CPA
Ashley R. Davis, CPA

5

534 S. Kansas Ave.. Suite 1500, Topeka. Kansas 66603-3491

\785) 2334226 1-888-272-9665 FAX: (785) 2336830
www.wnnjcpa.com E-MAIL: wnnj@wnnjcpa.com



OIriDlo!

In our opinion, Ehe financial staEements referred to previousl,y present fairly,
in all material respecEs, the respective financial posiEion of Ehe business-t]t)e
activity and Ehe aggregate discretely presented component units of Labette Courty
Medical Center d/b/a Labette HeaIEh as of Decenber 3:-, 2OL7 and 2015, and the
respective changes i.n financial positsi-on and cash flows thereof for Etre years
then ended in accordance with accounting principles generally accepted in the
United States of America.

Othcr Mat.terB

Required suppTementary inf ormat ion

Accounting principles generally accepted in the United Stsates of Arnerica require
that management's discussion and analysis on pages 1 through 4 be presented to
supplement the basic financial statements. Such information, although not a parE
of the basic financial statenents, j-s required by the covernmental Accounaing
SEandards Board, who considers iE to be arl essential parE of financial reporting
for placing the financial statements in an appropriate operational, economic, or
hisEorical contexL.

We have applied certaj-n limited procedures to the required supplementary
information in accordance with auditing standards generally accepEed in tha
United States of America, which consisted of inquiries of managemenE about the
meEhods of preparing the informatj,on and comparing the information for
consistsency with management,s responses !o our inquiries, the financial
stat.ernents, and ottrer knowledge we obtained during our audits of the financial
statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us ri'ith sufficient
evidence to express an opinion or provide any assurance.

rto*d* rJJe".: *Johnu. LJs,
ropeka,Jransas
,June 1, 2018
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I.ABETTE COI'T$TY MMICAL CBI'TER

D/B/A I,ABETTE I{EALTH

STATEMENTS OF NET POSITION

December 31,

ASSETS AND DEFERRED OIITFLOWS OF RESOURCES

CI'RRENT ASSETS
cash artd cash equivalents
Investments
Assets limited as to use
Patient accounts receivable, net of

allowance for uncollectsible accounta
of $4,069,880 in 2017 and $3,011,532
in 2015

Due from Labette Health
Other receivables

9 ,78O ,284

Estimated third-partypayor settlements 43o,o2'7
Inven!ories
Prepaid er<pensea

Total current assetg

ASSETS I,IMITED AS 10 USE
Internally designated for capital

asseta
Under indenture agreemernt - held by

truatee
By county for capital assete
Under loarr agreement
By Poundat.ion for capital assets
By congribuEors

For capital assets
For specific operating activitieg

Less anounta required to meet current
obligaEions

CAPITA,J ASSETS, net

OTHER ASSETS
Advarcea receiva.ble
Other

Total aaseEs

DEFERRED OUTFIOWS OF RESOI]RCES
Deferred outflows on advance refunding 4OA,562

2Aa7 2076
Labette Corll)onent Labette Conponent
Health units t{ealUh uni.ts

5L2,33L,42O S 109 S),L,2a9,275 $ 145
775,59! 887 ,207

1,5'72,'764
254 ,75O

1,036.988

9,96r,036

4L,L92
1,3A2,647

313,389

9,L93,439

3 ,456 ,342
a,062,994

500, o00

100,000

147 ,5'1O

!47 ,57O

2, L79
L,r96,s6O LO2,246 80?,130 38,878

24,975,241 A2O,a25 24,754,55',7 925,224

9 ,943 ,7 83

5 ,73O
948 , S4t

4,25r

5LL,2A2 5'7O,393

10, 938, 054 515,533 L4,3L3,L79 s',lo,393

1, 036, 988

10,938,054 515,533 13,276,1-9L 57O,393

29,464,537 6,436,522 30,764,9A6 2,50L,797

555 ,422 516,247
30,000 459,465 10,000 1-44,L9L

595,822 L59,465 525 ,24'1

65,973,626 7 ,93r,645 69,329,OA1 4,L4L,999

Tota1 deferr:ed outflows of
resources 4OA,562

TotsaI assets and deferred
outflors of resources $55,382,188 I7,93L,645 569,476,551, 5 4.]'4r",999

The accomparrying notes are an integral part of these sEatements.



LIABILITTES AND NET POSITION

20a7

CURRENT LIABILITIES
current maEurities of long-tern

obligaEions
construcEion note payable
AccorrIrts paya.llle
construction costs payable
Due to LabeEte Hea1th
Accrued salarj.es, wages, and benefits
Accrued compensated absences
Accrued ingerest payable
Accrued health insurance clains
EeEimated third-party payor settlements
oEher current lia-bi lities

ToEal cuirent liabiliEies

LabetEe
HeaIth

I t,267 ,933

3, 318, 533

L t 0a9 ,4o',1
| ,094 ,475

'12,992
316,629

53 ,32',1
332 ,624

7 ,545 ,9L',7

ConponenE
unitss

9!,2O9

3 ,347
5 ,971

397,756

498,323

LabetsEe
HealEh

s L,294,s]L

2,599,992

457 ,457
972 ,7 82
360,888
304,683

53 ,327
101,597

6,545,237

Component
r.rnits

L,574,234
494

4L7 ,841
426 ,406

4,01-4

2,526,995

2,526,995

463,068

LONG-TERI.I OBLIGATIoNS, less current
naturities

Tolal liabilities

NET POSITION
Net invesEnent in capital assets
Restricted

For debE service
Expendable for capital acquisitions
Expendable for specific operating

acEivities
unrestricted

Total net position

23,522,343 5,894,053

3L, 06A,25O 6,392,376

2a ,629 ,945

5,088,553

944,54L

29 ,216 ,434

3s ,3!3 ,924

L23,32O

4,25L

544,690
867, 008

L,539 ,269

2,956,394

1,488, oo7
! ,662 ,994

28,L94,O29

34,3OL,428

s70,393
581, 543

1, 615, 004

TOTA! LIABILITIES AND NET POSITION s55,382,188 $ 7,937,64s tS24lS!9!1 t--1']!L'222

2016



I.ABETTE COI'NTY MEDICAI CENTER

D/B/A I,ABETTE HEALTH

STATEMENTS OF REVSNUES, EXPENSES, AND CIIANGES IN NET POSITION

Year ended Decenber 31,

2077 20r6

operatsing revenueg
Net patient service revenue
other

Total operacing revenues

Operating expenses
salaries and wagea
Erployee benefits
supplies and othe!
Depreciation aIId amortization

Total operating expenses

q)erating income (1oss)

Noaoperatsing revenues (expensee)
Anbulance subsidy
InvestmeDt income
Interest o<penge
Noncapltal grant and contributions
Other

Total nonoperating revenueg
(exE enses)

Excess of revenues over (under)
expenses before glants,
contributions, and sales tax
revenue resEricEed for capital
purposes

capital grants and contributions
sales tax revenue restricted for

capital purchaaes

change in net position

NeE position at beginning of Year

NeE position end of year

Labette
EealEh

560 , O23 ,367
6 ,s23,373

66,546 ,740

2A,658,039
5,4A1,3-43

27 , Oas,14O
4,669,775

65,824,O97

722,643

213 ,505
54 ,049

(L,236 ,2rsl
754,37L

(8,795)

(762,986)

(40,343)
670 ,540

382,303

1-,0L2,500

34,30r,424

s3s,313,928

Component
units

l'7s,735)

Labette
Health

745 ,977
7O ,221

lL ,8L3 ,925)

L2,537

Component
units

93 ,60'7

610,235
23 ,266

533,501

'77 ,46L

$ - 9s9,s30,103 $ -
1-,L49,847 4,1-34,423 71O,962

!,149,447 63 ,664,526 710 ,962

26,255 ,046
5,269 ,531

1,053,091 24,705 ,925
206 ,793 4,644,7'74

1-,259,884 60 ,875,27 6

(110,037) 2,7A9,2s0

115,381
(97,3s3)

L5,274

34,3O2

6 t27O

17 ,517 ,637) 99,477

1,277,673
502,739

473 ,685

2,248 , O3'7

32,O53,394

t2!.'39L,!28

777,334

(7s,7351

1- , 5L5 ,004

9-]'s12!-?g

!77,338

!,431 ,655

s 1, 51s, 004

The accompanying notes are an integral part of these statements.



LABETTE COUNTY MEDICAI, CENTER

D/B/A LABETTE HEALTI{

STATEMEMTS OF CASH FLOWS

Year ended December 31,

2a t'7 2Aa5

cash flo'rs from operating activities
Receipts from arld on behalf of patienEs
Pa)rments tso or oD behalf of eftployeeg
PaymenEs for supplies alld services
Other receipts and palments

Net cash provided (used) by
operating, activities

Cash flows from noncapj-tsa1 financlng
activities

Alnbulance su.bsidy
Noncapital grants and contribuEions

Net cash provj-ded by
noncapital fj-nancing
activities

cash flows from capital arld relatsed
financing activities

Acguisieion of caPitsal assets
Proceeds from issuance of construcEion

note PaYabIe
Repayments of constmctiott lote

payable
capital lease obligations iocurred
Issua[ce of 1ong-term obligaEions
Repayments of long-term obligagiong
Pa)meDt to extingrrish debE
Pa).men! of bond issuance coats
Intserest paid
capital grantss and contribuEions
Proceeds from sale of capital asaets
saleg Eax revenue regtrictsed for

capitsal purchases

Net cash used bY caPitsal and
relatsed f inanciag activiEies

Cash flor{E from invesEing activiEieg
chalges in

Asaet.g held by truEtee
Agsets restricted by contributora
Invegtments

fnvestsment itrcome received

Net cash provided bY
investing activitieg

Net change in cash and cash equivalengs
Caeh and cash equivalents ats beginning

of year

cash and cash equivatents at end of year

4,327,766

(6,000,000)
175,777

6,000,000 9, o21, ooo
(14,738) (1,5 90, 023 )

(8,840,3s1)
(180, 549)

(1?5, 1s5) (1,679 ,5a7)
447,L36

L2 ,650

Lalret te
Health

s50,41s,280
(33, 793,593)
126 ,66L,962)

6 ,121,477

6,08L,2O2

276 ,546
389,552

565, O98

13,203,2L6l

(1,048,980)
l, L4L t 583

92 ,703

1934 ,49a)
659 ,757

1275 ,331)

Component
units

Labette
Health

55A ,446 ,475
(31,101,832)
125,354 ,733!.

,1, 530,4 88

6,520 ,394

aa7 ,576
54,L5'1

241,433

(3,198,718)

ConponenE
uni t.s

15,000,000
(L,292 ,22O)

lL9,573,2L6)
(2{o, ooo)
(813, 888)
675 ,908

382,303

(9,O54,329)

3 ,45O ,512

49,457

3,500,059

1,183,040

22,065,453

t22!2!3.,:!3

an integral

473 ,645

(5,059,01O)

|s,662)

122,624)

(4,s09,080)

1378,2071

177,36A1
207 ,884

80, 107

2r0,623

174 ,881)

438,098

t---:S]!-?11

part of these

(1.69s,196)

L,678,234

(3,5s5)

62,9O2

59,247

L,762 ,464

20 ,302 ,995

t22'-95:-'-!g

stsatements -

118,093
244,719

93,315

496 ,421

a9a,166

239,932

$ 438,098

The accompanying rrotes are



I,ABETTE COUNTY MEDICAT CENIER

D/B/A LABETTE HEALTH

STATEMENTS OF CASH FLOWS - CONTTNUED

Year ended December 31,

Reconciliation of cagh and cagh
equivalents

Cash and cash equivalents
Cash included in assetsE limited a6

to use
InternaLly desiglatsed for capital

a9sets
By councy for capital assets
Under loan agreement
By Foundalion for capital assets
By contribuEors
For capical assets
For specific operaling activitieg

2417 2076
La.beEtse Corq)oneat Lalette Component
Health unitss llealth unit s

9L2,33L,42O s 109 5rL,2L9,2?5 s 14s

9,969,s42
948 ,541

9,183,190
L,062,998

500,000

100, 000

4,251

358,857 431 ,953

rotsa1 cash and cash equivalenEs t33.'_?33.!l93 t----353.!2]1 |23!-9SL3S3- S-_l-1-9d2_q

Reconciliation of operatiog income (loss)
Eo neE cagh provided by operatsing
actsivities

OperaEing income (loss) $ 722,643 S (110,037) S 2,7A9,250 5 77,46L
Adj ustments to reconcile operating

iocome (Ioss) to net cash provided
(used) by operating activities

Depreciation and amortsizatioD 4,669,775 206,793 4,644,774 23,266
Provisj.on for bad debEs 9,653,4'15 8,258,806

changes in
Patient accounts receivable 18,872,?281 (9,011,4471
Other receivables (401,895) (2,1,791 395,055
Pledges receiva.ble (5,985) (51,801)
Advarrces receivalrle 149,5751 (108,693)
Estimated tshird-party payor

setstlementa (388,835) (330,987)
Inventories (190,121) (16,3 0 6 )

Prepaid expenses 49,239 295,976
Accountg paya-bLe alrd accrued

ejKDenses A89,224 4,lLL (39'r,04ol (324,263\

Net cash provided (used) by
oDeratsinq acbivilies S 6,08L,202 S 92,703 $ 5,520,398 S (275,337)

The accompanying notes are an integral paru of these statements.
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LABETTE COI'NTY MEDICA], CENTER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAI STATEMEMTS

December 3a, 2OL7 and 2015

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIF]CANT
ACCOU}VTING POLICIES

1. Reporting entity

Labette County Medical Center d/b/a Labette HealLh is ovmed by Labette County,
Kansas (the county), and governed by a nj.ne-member Board of Trustees appoinLed
by the Board of Coulty Commissioners of the County. Labette Health is a
99-bed, not-for-profit general hospital located in Parsons, Karrsas. Labette
Health can sue and be sued aad can buy, seIl, or lease real property. Bond
issuances must be approved by the County- Labette HealEh is a component unit
of the county.

The component units discussed
reporting eutity because of the
with Labette Health.

2 - Component units

The financial statements include the financial daLa of the aggregate
discretely presented component units described below. The component rmits are
reported separately to emphasize that they are legally separate from Labette

Labette Health Foundation, Inc. (the Foundation), is a not-for-profit
corporation formed to receive, invest, and disburse funds received for the
benEtit, support, and maintenance of l,abette Health. The Foundation is
a&ninistered -by a Board of Trustees, of which four mernbers are appointed by
Labette Healthrs Board of Trustees.

Labette Health Regional Partnerships, Inc. (LHRP), is a not-for-profit
corporation formed to establish, maintain, operate, and support bo-th within
f,ab-ette County, Kansas, aad in the surroulding region, faciliLies and services
providing heilth care, or health and wellness support, for sick, injured,
hisabledl or aged persons. LHRP is administered by a five-member Board of
Directors of which-three members are appointed by Labette ltealth's Board of
Trustees.

southeast Kansas Regional Health, Inc-, (SEKRH), is a not-for-profit
-orporauion formed td esLablish, maintain, operate, and support bot-h within
Mon-tgomery County, Neosho County, and Labehte Coulrty, Kansas and in the
surr6unaing regi6n, facilities and services providiug heal-th care, or health
ina weflneis sipport, for sick, injured, disabled, or aged persons' sEKRH is
administered by -a tel-member Board of Directors of which five members are
appointed by Labette Health's Board of Trustees.

3. Use of estimates

in Note A2 are included in Labette Healihrs
nature and sigrrificance of their relationships

The preparation of financial statenents in conformity with generaIly accepued
;;;"';ai;; principles requires managemenL to make estimates and assumptions
tfr"i "tf"it'the 

rEported -amounts oflssets and liabilities and disclosure of
.""ii.g""t assets ind liabilities at the date of the financial statements and
tfr.-i"i"rt.a amounts of revenues and expenses during the reporting period-
Actual results could differ from these estimates'

11



I,ABETTE COUNTY MEDICAI CEI{'TER

D/B/A I.ABETTE HEAITH

NOTES TO FINANCIAIJ STATEMENTS - CONTINI'ED

December 3L, 2oL7 and 2016

NOTE A - DESCRIPTION OF REPORTING E$IIrY AND SI,I'TMARY OF SIGNIFICANT
ACCOUNrING POLICIES - contsi-nued

4. Basis of accounting

Labette HealEh and its components uniEs use enterprise fund accounting.
Revenues and expenses are recogTrj.zed on Ehe accrual basis using the economic
lesources measurement focus.

5. cash and cash equivalents

Labette Health and its component units consider all cash and invested cash to
be cash equivalents, excluding any assets limited as Eo use urder bond
indenture agreements held by a trusEee and items classj,fied as investments by
Ehe Foundation. This represents an accounting policy change since previously
none of the asseEs limited as to use were considered Eo be cash equivalenEs.
comparative financial statements of prior years have been restated to reflecE
Ehis change. This restatement had no effect on previously reported net
position or tshe change in net position of Labette Health.

6. Allowance for uncollectible accounts

Labette HeaIEh provides for accounts receivable that could become
uncollectible in the future by establishing an allowance to reduce the
carrying value of suctr receivables to Eheir estimated neE realizable value.
labeLte Health estimaEes this allowance based on the aging of its accounts
receivalcle and iEs historical collecEion e:cperience for each tl4)e of payor.

7. Inventories

Inventories are stated at the lower of cost or market with cost determined on
the average cost method.

8. lnvestments and investment incone

Investments in debt
Interest, dividends,
investments in debt
revenues when earned.

9. Assets limiEed as

and equiEy securiEies are reporEed at fair va1ue.
and gains and losses, both realized and unrealized, on
and equity securiEies are included in nonoperating

to use

Assets lirnited as Eo use include assets sets aside by the Board of Trustees for
replacement of capital assets or for purchase of additional capiLal assets,
ovir which the Bo;rd retains control and may, at its discretion, subsequently
use for other purposes; assets held by a trustee under bond indelrture
agreements i assets restricted by the countsy for capital asset acquisitions;
a;seEs restsricted as to use by loan agreements; and asseEs restricEed by
contributors for a particulaf purpose. Alllounts Ehat are required for
obligations classified as curreoE liabilities are reported in current assets'

10. capital assets

capital assets (j,ncludlDg assets recorded as capital leases) are -stated at
.o'"t. Depreciation and amortizagion of capiEal assets are provided on the
straight-iine meEhod over the estimaEed useful lives of the assets which are
substintially in conformity with the $.ridelines established by the Ameriean
Hospital Association.

l2



TABETTE COUNTY I,IEDICAI CmCfER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAL STATEME}TTS - CONTTNUED

December 3L, 2oL7 and 2016

NOTE A - DESCRIPTION OF REPORTING EI TITY AND SI'MI4ARY OF SIGNIFICAIS|
ACCOITNIfNG POLICIES - Continued

The costs of mainEenance and repairs are charged Eo operating expenses as
incurred. The costs of significant additions, renewals, and betterments to
depreciable properties are capitalized and depreciaEed over the remaining or
extended estimated useful lives of the item or the properties, Gains and
losses on dispositsion of capiEal asseEs are included j-n nonoperatj-ng revenues
and expenses.

11. Costs of borrowing

rnlerest costs (including amortizauion of origi.nal issue premiums and
discounts, and of deferred outflows on advanced refunding) incurred on
borrowed funds during the period of construction of capiEal assets are
capitalized as a component of the cost of acquiring those assets. Original
issue premiums and discounts and deferred outflows on advance refurding
associated with issuance of long-Eerm debt are amortized using the interest
meEhod over the term of the related debt. other costs incurred to issue long-
term debt are expensed in the peri,od incurred.

12. Grants and conEributions

From time to t.j-me, Labette Health and its component units receive grants and
conEributions from individuals and privaEe organizations. Revenues from
grants and conEributions, including contributions of capj.tal assets, are
recognized when aL1 eligibility requirements, including time requirements, are
meu. crants and contribuEions may be restricted for eiEher specific operaEing
purposes or for capital purposes, Amounts Ehat are unrestricted or that are
resEricted to a specific operating purpose are reported as nonoperating
revenues. Anount s restricted Lo capj,tal acquisitions are reported afEer
nonoperating revenues and expenses,

13. Restricted resources

When Labette Health and its component uniEs have both resEricted and
unrestricted resources avaiLable to firrance a partsicular program, their policy
is to use restricted resources before unrestricted resources.

14. Accrued health insurance claims

Labette Health is self-insured for heaLth insurance claims of its employees.
Management estimates the neE liability for reporEed and unreported clairns
incuired as of the end of each reporEing period. These estimates are based on
known claims and historical claims experience.

Management believes that estimates for accrued health insurance claims are
reas6nable. However, it is possi-ble Ehat acEual incurred claims e>q>ense may
vary sigrrificantly from the estimatse inctuded in the accompanying financial
statements.

L5. Deferred outflows of resources

Deferred outflows of resources represent a consumptsion of nets position that
applies to a future period and so will not be recogTrized as an expense or
expenditure until then.

13



I,ABETTE COI'MTY MEDICAI CEI\TTER

D/B/A I,ABETTE HF.AI,TH

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 3]., 2OL7 and 2016

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SI'}.!MARY OF SIGNIFICANT
ACCOITNTING POLICIES - Continued

15. Net position

Net position of LabetEe HealEh and its component. units is classified in Ehree
conponents. "Net investment in capital assets,' consists of capital assets net
of accumulatsed depreciatj,on reduced by the balances of any outstanding
borrowings used Eo finance the purchase or construction of those assets.nRestricted expendable net position" is noncapital net position that must. be
used for a particular purpose, as specified by credj-tors, grantors, or
cont.ributors external to LabeEte Health and its componenE units, including
amounts deposited with trustees as required by indenture ag.reements.nunrestricted net positionr is remaining net position thaE does not meet the
definiEions of the other two componenEs of net position-

L'7 - OperaEing revenues and expenses

Labette Health's statement of revenues, expenses, and changes in net position
and those of its component units, disting"uish beEween operating and
nonoperating revenues and expenses and those of its component units.
OperaLing revenues result from exchange transactions associated with providing
healtsh care services, which is Labette HeaILh,s principal activity-
Nonexchange revenues, including noncapitaL grants and contribuEions and the
noncapital ambulance subsidy, are reported as nonoperaLing revenues.
OperaEing expenses are a1I expenses incurred to provide healEh care services,
other than financing costs.

18. Net. patient service revenue

Net patienE service revenue is reported at established charges with deductions
for discoult.s, charity care, conEractual adjustmenEs, and provision for bad
debts, including estimat.ed reEroactsive adjustments under reimbursement
agreements with third-party payors. RetroacEive adjustments are accrued on an
estimated basis in the period the related services are rendered and adjusted
in fugure periods as final settlements are determined.

19. Charity care

LabecEe ttealth provides care Eo patients who neet certain criteria under its
chariEy care poli,cy without. charge or at amourEs less than iEs established
rates. Because Labette Health does not pursue collection of amounts
determined Eo qualify as charity care, they are noE reported as revenue.

20. Income laxes

Labette Health is exernpt from federal income taxes pursuant to sections 1l-5
and 501(a) of ttre Internal Revenue Code -

The Foundatsion is a not-for-profit corporation as described in
Section 501 (c) (3) of the hternal Revenue Code and is exempt from federal
income Laxes on its related income pursuant to section 501 (a) of the Code.

LHRP is a nots-for-profit corporation as described in secEion 501 (c) (3) of the
fnEernal Revenue code and is exempt from federal income taxes on ibs related
income pursuanE to section 501(a) of the code.
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I,ABETTE COI'NTY MEDTCAL CEN'TER

D/B/A I.ABETTE HEALTH

NOTES TO FINANCIAI STATEMEIITS - CONTTNI]ED

December 3]., 2O).7 and 2016

NOTE A - DESCRIPTION OF REPORTING El['rITI AND SUI.{MARY OF SIGNIFICAIfT
ACCOITNTTNG POLICIES - Continued

SEKRS is a not-for-profit corporatj-on as described in Section 501(c) (3) of the
fnternal Revenue Code and is exempE from federal income Eaxes on its related
income pursuanE to Section 501(a) of the Code.

2L. Su.bsequent evenEs

LabeEte Health and its cornponent
through ,rune 1, 2018, which is
available to be issued.

22. ReclassificaEions'

units have evaluat.ed su-bsequent events
the date Ehe financial statements were

Certain reclassificat.ions have been made Eo the 2015 financial statements to
conform to the 201? presenEation.

NOTE B - NET PATIENT SERVICE REVENT'E

Labette HeaIEh has agreements with third-party payors that provide for
payments to iE at amounts di.fferenE from its established charge rates. The
amounts reporLed on the sEaEemenEs of net posiEj.on as esEimated third-party
payor settlements consist of the estsimated differences beEween the contracEual
amounts for providing covered servj-ces and the interim palments received for
those servi.ces. A summary of the pa)ment arrangement.s wi-Eh major third-party
payors follows:

Medicare - lr]patient acut.e and rehabilitsation care services rendered Eo
Medicare program beneficiaries are paid at prospecbively determj-ned rates
per discharge. Outpatient services are paid aE prospect.ively deLermined
rat.es per occasion of service. Physician services, ottrer than rural
health clinic (RHC) services, rendered Eo Medicare program beneficiaries
are paid based on a prospectively determined fee schedule. The
prospectively deEermined rates vary according to patienE classifi-cation
systems that are based on c1inical, diagnostic, and oEher facEors- RHc
physician services are paid based on coat reimbursement. methodologies.
labeEte HealEh is paid for cost reimbursable and other items at tentative
raEes with final settlement determined after submission of amual cost
reports by Labette Health and audits or reviews thereof by the I'tedicare
administrative contractor. Labetste HealLh's classificaEion of patienEs
under the Medicare program and the approprj,ateness of Eheir admission are
subj ect to an i.ndependent review by a peer revj-ew organization. La.betEe
Health's Medicare cost reports have been audited or reviewed by the
Medicare administrat.ive conbractor through December 3f, 2014.

LabeEEe Health is qualified under the Medicare program to recej-ve special
low-volume add-on payments- for inpatient services. These palments totaled
approximaEely $S10,000 and $750,000 during Ehe years ended December 31,
20L7 and 2015, respectively.
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LABETTE COI]NTY MEDICAT CEMTER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAI STATEMENTS - CONTINI'ED

December 3]., 201,7 and 2015

NOTE B - NET PATIENT SERVICE REVENUE - CoNIiNUCd

Labette Health is classified as a sole community hospital (scH) under the
Medicare program. As a resulE, iEs inpaEienE operaEing diagnosis related
group (DRc) pal4nents are based on its hospital - specific operating DRG rate
which is substantially higher than the federal operatj,ng DRG rate upon
ra,hich those payments would be based i-f the Hospital did not have sCH
status. The benefit of SCH status was approximately Sf,550,000 and
$1,480,000 during the years ended 2017 and 2015, respectively.

Medicaid - Inpatient acute and rehabilitation care services rendered to
Medicaid program beneficiarj,es are paid aE prospectively determined rates
per discharge. These raEes vary according Eo a patient classification
system tshat is based on clinicaf, diagrrostic, and oEher factors. All
oEher services rendered to Medicaid beneficiaries are paj-d ats prospecEive
raEes deternined on a fee-for-service basis.

The l(ansas Medicaid program provides additional paymenEs to qualifying
providers under a reimbursement formula that incorporales uncompensaEed
care costs, Kansas Medicaid utilization, public supporE of the provider,
and other factors. Labette Health qualified for these disproportionace
share pa)menEs during both 2017 and 2016.

Labetste Health has also enEered into pa)rment agreements with certain
commercial insurance carrj-ers and preferred provider organizations. The
basis for payment to LabeEte Health under these agreements includes
prospecEively deEermined rates per discharge, discounEs from established
charges, and prospectively determined daily rates-

A summary of gross and net patient service revenue follows:

20t7

Blue Cross and Blue shield -
insured by Blue cross and
prospectively determined rates
charges .

Gross paEient service revenue
ContracEual adjusEments
Provision for bad debts
charj.ty care

Net patient service reYenue

All services rendered Eo paEients who are
Blue shield are paid on the basis of
per discharge or discounts from established

I ].A2 ,443 ,

().1,0 ,9s'7 ,
(9,5s3,

20L6

s 1,57 , s6O , s3'7
(98 ,1].5 , 924\
(8,2s8,805)
(t , 6ss ,7 04)

il?rl-?-qr-41

(r,808,

629
80s)

981)

t--59-,j4-')51

Revenue from the Medicare and Medicaid programs accounEed for approximaEely
35 percent and 6 percent, respectively, of t-abette HeaIEh's net patient

""ririce 
revenue du;ing 2017, and 34 percenE and 5 percent, respectj'vely, of

Labette Health's neE patient service revenue during 2016' Laws and
regulalions governing tha Medicare and I'ledicaid programe are extremely complex
and subject -to interpretation. As a result, there is at least a reasonable
possibiiity that recarded estimaEes wilt change by a material amount in the
near term.
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I,ABETTE COUNTY MEDICAI CENTER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCTAI, STATEMENIS . CONTINI'ED

December 3L, 2of7 and 2015

NOTE C - DEPOSTTS WITH FINANCIAL TNSTITUTIONS

I(ansas statutes authorize LabetEe Health with certain restricti.ons, to deposit
or invesE in open accounEs, time deposits, certificates of deposit, repurchase
agreements, U.S. Treasury bills and notes, and the State Treasurer's
investmenE pool. Kansas statuEes also require that collat.erat be pledged for
bank deposits r{ith a fair value equal to 100 percent of the uninsured amounts
and must be assigned for Ehe benefit of LabetEe Health.

At December 3L, 20L7, the carrying amount of tabeEte Healthts bank deposits,
including cerEificates of deposit, was 923,248,102 alld the barlk balancls were
$23,546,L97- Of the banl< balances, $L,508,089 were covered by federal
depository insurance and $21,938,109 were covered by collateral held by third-party banks, but not registered in LabeEte Health's name.

NOTE D - ASSETS I,IMITED AS TO USE

The composition of Labet.te Health,s assets limited as to use is as follows:

2077 20t6

InEernally designated for capital assets
Cash
Certificates of deposits
Accrued interest receivable

Under indenture agreement - held by trustee
Cash and money narkeE funds
certificates of deposit
Corporate bonds
U.S. government agency bonds

By County fox capital assets
cash

By Foundation for capital assets
Cash

By conEributors for capilal asseEs
cash

$ 194, 815
9,773,726

t3 ,241

!_L2!L!Z_91

$ s,?30

!______1t_q

t---:!9-'l!L

c_

$-

r94 , L77
8,989,073

!_9_.:2!dl2

I 777 ,037
426 , OOO

L ,507 ,536
745,769

t:!j!9!]!2

iJ-'-9SZC28

t----:-9-9r-9!g

I 100,000
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I.ABETTE COI'NTY UEDICAL CENTER

D/B/A I.ABETTE HEALTH

NOTES TO FINANCIAIJ STATEMENTS - COIiI|INI'ED

Deceriber 3L, 2oL7 and 2015

NOTE D - ASSETS TIMITED AS TO USE - Continued

The compositj-on of the componenE units' assets linited as ho use is as
follows r

Under loan agreemenE
cash

By contributors for specific operating
activities

cash
Certificates of deposit
EquiEy mutual funds
Pledges receiwable

20L7

I 4,25L

7L,999
286 , A5A

96 ,27 9

20L6

E__

i t52,239
245 ,714

18 , 911
Lr3 , 529

NOTE E - INVESTMENTS

The component units' investments are stated at fair value.
their investments is as follows:

t---1]!23" s s70,393

The composition of

Money markeE funds
common stocks
EquiEy mutsua1 funds
Fixed income mutual funds

20L7

$ 1s, 582
120,630
242 , L69
29'l ,lao

I 7L5,59L

2016

s 1-2 , 948
Lt-7 ,829
430,858
325 , 556

$ 887,20r

NOTE F - FAIR VA]JI'E OF FINANCIAI INSTRI'MENTS

Fair value is defined as the price that would be received to sel1 an asseE or
paid to transfer a 1iabi11ty in an orderly tsransactlor1 between market
participants at the measuremenE daEe. Fair value is deEermined according to a
hj.erarchy that gives bighest priority to use of observable inputs and lowest
priority to use of unobserva.ble j-nputs, These inpuEs are described as
follows:

Level 1 inputs are uradjusted quoLed prices for identical assets or
Li-abilities in acLive markets -

Level 2 inputs are other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly.

Level 3 inpuEs are unobservable, supported by 1ittle or no market
activiEy, and are significant Eo the fair value measurement.
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I,ABETTE COI'NTY MEDICAL CEICIER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 3L, 2OL7 and 2015

NOTE F - FAIR VAIT E OF FINANCIAL TNSTRUMEMTS - Continued

The asset's or liability,s fair value measurement leve1 within the fair value
hierarchy j,s based on the lowest 1eveI of ally input that is sigrrificanE to the
faj-r value measurement - The follolrj.ng is a description of the valuation
nethodologies used for assets measured aE fair value on a recurring basis:

Mutual fu[ds and common stocks are valued aE r.uradjusted quoted prices for
identical securit.ies in active markeEs.

U.S. eovernment agency obligations and corporate bonds are vaLued atprices prowided by j,ndependenE pricing services.

The following table set.s forth, by 1evel, LabeEte Health's assets measured at
fair value on a recurring basis:

Level L Level 2 Level 3 Total

$ - 51, so?, s3G sCorporaEe bonds
U. S. GovernmenE agency obli.gationg

- s1,507,s36
745 ,7 69 745,'769

s - E?,2si:M t____ t2!2!2.!]!s
The following Eables set forth, by 1eve1, the component units, assets rneasured
at fair value on a recurring basis:

December 31, 20L7
tevel 1

$ 120,630
675,558

!-l-9-Er-Le-q

Level 2

Decelnber 31 20a6

Cominon sEock
I'lutual funds

Comnon gtock
MuEual funds

Total

s t 20,530
6?5,558

!--29r-{g$ !-____________:

Level 1

5 tL'7 ,e29
715,335

s q-21-1!4

Level 2 Level 3

l_t-

Totsa1

I LL7,a29
715,335

$ 893,154

Decedber 31, 2 016
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I,ABETTE COI'NTY MEDICAI, CEIITER

D/B/A I,ABRTTE HBAI,TH

NOTES TO FINANCIA], STATEMENTS . CONTINI'ED

December 31, 2OL7 and 2015

NOTEG-CAPITAIASSETS

Capital asset addiEions, retirementss, and balances for Labette Health are as
follows r

20L7

TlartEfers
aud

Additiops retirements

l_i-Land
Buildings
Pixed equipment
Major movable equipment

Tolals at hisEorical cost
Less accumulated

deprecialion ard
anortization

Buildings
Fixed equipment
Maj or movable

equipnenc

constructsion j-n progress

Capital asgeEg, net

Land
Buildings
Fixed equipnent
Major movable equipment

Totals aE historical cost
Less accumulated

depreciation and
amortsization

Buildings
Fixed equipment
Major movable

eguipment

Construction in progreag

CapitaL asseEs, nee

Beginning
balance

$ 849 , O25
55,876,787
9,636,434

20 ,'7'75,694

47,L34,344

33 ,464 ,236
'7,69t,7s2

4s,358,646

56,524,634

30,613,707

t]9!lj1!28

L3 ,584
115, 096
765 ,375

894,155

13,100
430,101

443,2O7

Erdj-ng
balance

I 849,025
55 ,49O , 47!
9,76s,O30

2t ,971 ,170

88 ,475 ,69'7

2,494,s52
327 ,608

r, a41 ,6L5 (2.O27 ,LA),|

4,669,77s 12,027 ,LaLl

13,77s,52O) 2 ,47O ,382
2 t 4A3,967 12,479,L78)

l_1L_?21,_€!3.) !_____(!.,'ryq)

35, 9s8, ?88
8,019,350

15,189,080

59 ,76'7 ,228

29,3OA,469
155,068

i 29 ,464 ,537

2046

Beginnilrg
balance

I A49,026
55,584,962
9,585,959

20,344,633

a6 ,364,580

30,805,049
7 ,378,90L

54,262,8r0

32 , 1-O1- ,'7 7 0
105,530

t)2!291!]99

Additions

3,969

2,677,599

2 ,735 ,943

2,659,787
315,351

L,669,236

4 t 644,774

(1,908,831)
466, 630

$ |L,442 ,201]-

Tlansfers
arld

retiremenEs

(-
28'7 ,456

(3,soo)
12,246,s381

(7 ,952 ,7A2)

(3,500)

(2 ,37 9 ,4s0].

12,382,9501

42O,764
(420,881)

$ (113)

Ending
balance

$ 849 , 026
55,876,787

9 ,636 ,834
20 ,7'75 ,594

8'7 , L3A ,341

33,464,235
7,694,752

15,36A,646

56,524,634

30 ,5L3 ,7 O'l

t]9!l-9!r236
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LABETTE COITIiI:IY !,IEDICAIJ CENTER

D/B/A LABETTE HEAITH

NOTES TO FINANCIAIJ STATEMENTS - CONTINUED

December 3L, 2oL7 and 2016

NOTE G - CAPITAI ASSETS - ConLinued

Construction in progress for Labet.te Health at December 3f, 20f7, consists
primarily of cosEs incurred to date for various renovations to Labett.egealth's facilities and equipment purchased buts not yet placed in service.
At December 3:., 20L7, Labette HeaLth,s outsstanding commitments for capital
asseEs were approximately $1, 104, 000.

Capital asset addi.tions, reEirements, aIld balances for the component units are
as follows:

2471

Land
Land improvemenls
BuildingE
Fixed equipment
Major movable equipmenc

Totals at historical costs

Less accumulated
depreci.atsion and
amortization

LaDd improvement I
Buildings
Fixed equipnent
Major movable

equipment.

Construction in progress

Capj.tal assets, net

BegiDr$.Dg
balapce Additiops

s 19.0ee s -

391, 099
12, 800

4tt ,5'73 )-2 ,800 6 ,'7 )-3 ,325

Trarsferg
and

reEirernents

$ 333, 733
945 ,822

3 ,938,3!2
1,032,450

(1,37s)

6 ,2A8 ,952

Ending
balance

$ 352, 832
985,A22

4 ,329 ,4tL
L ,045 ,260

70, 010

L'3?5

71,385

340,188
2 ,1-61 , OO3

!--a:q!-U!

206 ,793

(193,993)
4,729,324

E__111!rl3!

(1,375)

(1,37s)

6,29O ,327
16,290,327)

t- s 6,436,522

30,718
742,433
33,242

30,718
272 ,443

33 ,242

276,403

6,436,s22

2l



I,ABETTE COUNTY MEDICAL CEIiMER

D/B/A I,ABETTE HEAITH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 3]' , 2OL7 and 2015

NOTE G - CAPITAI ASSETS - ConLinued

2076

Land
Buildings
Maj or novable equipment

Totals at historical cost
Less accumulated

depreciaEion and
amortization

Buildings
Major movable

equiPrnent

Construct.ion in progress

capj.tal assets, net

48,119 23,266

363 ,454

BegiIming
balance

19, 099
39L,O99

41L,573

Addiiio:rs

Transfers
and

retirementg
Ending
balance

79,O99
39r.,099

4ta,573

46 ,744 23,266 70, 010

7 ,3',7 5 1' 3?5

?1,385

340,188
2,!6L,OO3

(23 ,265)
2,467,O03

9 363,454 S 2 ,L3'7 ,731 $ - $ 2,so1,1e1

NOTE H - ADVANCES RECETVABLE

Labette Health has deEermined that recruitment of physicians to serve the
residents of Labette Courrty is in the best j-nterest of Labet.te Health, its
patienEs, and tshe community, and will enable Labette Hea1th to enhance its
abilitsy Eo meeE the health care needs of the conmuniEy,s residents- To
accomplish this, Labet.te Health has entered into agreements with certain
physiciars to provide them with financial assistance as aI inducement for them
to establish medical practices in Labet.te Health,s service area. In return,
the physicians agree to provide professional services for t'he residents of
Parsons and Labette County over periods varyj-ng from three Eo six years. The
financial assistance is rendered either in the form of interest-bearing loans
from Lalette HeaLth to tshe physicians or in the form of contractual liquidated
damages clauses which require lj.quidat.ed damages Eo be paid to Labette Health
if the service obligation is not met. Upon establishment of their practices,
principal or liquidated damages and Ehe accumulated interesE on loans are
forgiveu ratably over the required service periods. If the physicians do noE
establish a medical practice, or if uhey leave the community prior to
completion of the service obligatsion, they will be required tso repay any
unpald or unforgiven principal and accumulated interesL on the 1oans, or
liquj-dated damages, as applicable.

Labette HeaIth's future exposure to credit loss on Ehese agreemenis is
dependent upon the performance of Lhe physicians under ttrese agreements.
Outstanding comnitments for future advances were approximatsely $180,000 ats
December 31, 2O!7.

22



I,ABETTE COUNTY MEDICAI CENTER

D/B/A TABETTE HEAITH

NOTES TO FINANCIAI STATEI,IENTS - CONTINI'ED

December 31, 20L'7 and 2015

NOTE I - HEALTH INST'RANCE CLAIMS

LabeEEe Health sponsors a self-insured employee health insurance plan.
Labette Health has reinsured a portion of its risk for health insurance clains
of its employees, The reinsurance arrangement generally covers claims
totaling over 975,000 for each covered indj-vidual on an annuaL basis. The
reinsurance arangement also covers aggregate annual claims of the plan in
excess of an amourrt determined i,n relation to the number of individuals
participating in the plan during the year. Covered employees also provide
parE of the funds Eo pay claims through nonthly contrj-butions at predetermined
rates. Labette Health has retained an agenE to process and settle claims.

The following is a summary of the acEivity under Ehis arrangement:

20r7 2016

Estimated net health insurance claims
payable at beginning of year g 304,G83 I 268,24A

Provision for employer,s share of
incurred claims and related expenses
for the year, net of any reinsurance
proceeds 2,6L5,376 2 ,61A , O92

Participant. conEributions 1, 006,980 939,264
Palments made for claims and related

e)q)enses (3,510,410) (3 ,540 ,927t

Estimated nets health insurance claims
payable at end of year i 3]-6,629 $ 304.583

NOTE J - I,oNG-TERI!I OBLIGATIONS

Long-term obligations of Labette Health are summarized as follows:

2017 2076

5.00t - 5.75t Labette County, I(ansas
Hospital Refundj-ng and Improvement
Revenue Bonds, Series A, 2007i
issued on .Tuly l-9, 2007, in the
original amount of $24,7 65 , OOO ;
includiag unamortized premiun of
5282, OOL in 2 015

7.00t LabeEte county, Kaflsas Taxable
Hospital Refunding arld ImprovemeDt
Revenue Bonds, Series B, 2oo7;
issued on July 19, 2007, in the
original amount of 96,435, 000

5 L6 ,542 , OOL

23
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I,ABETTE COIJNTY i{EDICAIJ CENTER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 3L, 2OL7 and 2015

NOTE ,J - LONG- TERI4 OBLIGATIONS - ConEiBued

2017

3.55t Labet.te County, Kansas Hospital
Refunding Revenue Bonds, Series 2O1E;
issued on Decenber 29. 2016, in the
original amourt of 99,O21,OOO; due
serially through September L, 2036,
wiEh principal pa)mentss beginaing on
February L, 2017

3.80t Labette County, I(ansas Hospj-ta1
Refunding Revenue Bonds, Series 2O1Z;
issued on .fanuary 26, 20:-7, i\ Lhe
original amount of S15,OOO,OOO; due
serially through Septeriber L, 2036,
with principal palments beginning on
March 1, 2 017

Capital lease obligaEions; irnputed
interest rates from 2.23+ Lo 5.45ti
collaEeralized by leased equipment
with an amortized cosE of 51,993,921
at December 3L, 20L7

Less cuffent maturiEies
Long-term obligations, less current

maturi!ies

Outstanding at ,ranuary L, 2015
Obligations incurred
Principal payments
DebE extinguished
Arnortization of bond premium

Outsstsanding at December 3L, 2OL6
Obligations incurred
Principal pal.ments
Debt extinguished
Amortizaeion of bond premium

Outsseanding at December 31, 2OL7

2076

s 8,877,000 s 9, 021, 000

14,757,00O

The folLowing is a sumrnary of changes in long-Eerm obligations for LabeLte
Health:

L , 156 ,216

24,190,276
L ,267 ,933

t2]i228!1

2 ,06L,496

29 ,924 ,497
L ,294 ,str

t23rS22!29'!

Total
long-tern

obliqations

930,980,985
9,L96,777

(L,690 , O23)
(a , s32 ,759)

(30,484)

Capital
lease

obliqati.ons

5 2,935 ,742
L15 , '7'7 7

lL, O5O , O23)

Hospital
revenue

bonds

$2A , O4s ,244
9,02L,00o

(640, 000 )
(a, s32 ,759)

(30,484)

27,863,O0L 29 ,924,497
15,000,000 15, 000, 000

( 3 8?.0 00 ) 11,,292,2201
(18,840,s04) (18,840,504)

(L,497) (L,49't \

t_]129!28 94ri!3r_9_q_q 92!!129!21_5

On July 19, 2007, the County issued 524,755,000 in Hospital Refundj-ng and
lmprovement Revenue Bonds, Series A, 2OO'7, and 96,435,000 in Taxable Hospital
Refunding and ImprovemenE Revenue Bonds, Series B, 2OO7 (the 2OO7 bonds), for
the berrefiL of Labettse Health pursuant to a Bond Trusts Indenture dat.ed June 1,
200"1 . The proceeds of the 2007 bonds were used, togeEher with other avaiLa-b1e

24

2,O6L,496

(90s,220)



TABETTE COI'NTY MEDICAI CENTER

D/B/A LABETTE HEALTH

NOTES TO FINANCIA], STATEMENTS . CONTTNUED

December 3]., 20L7 and 2015

NOTE J - LONG-TERM OBLIGATIONS - ConEinued

funds of LabetEe Health, for the purpose of providing fulds to (1) pay for
renovations and addiEions to Labette HealEh,s facilities, (2) refund the
HospiEal Refunding Revenue Bonds, Series A, L996, and Series A, 2001,
previously issued for the benefit of Labette Health, (3) refiaance an
outstandiDg bank loan, (4) fund a debt service reserve fluld for the
2007 bonds, and (5) pay for certain costs related to issuance of the
2007 bonds.

On December 29, 20L6, the Courty issued 99,021,000 in Hospital Refulding
Revenue Bonds, series 2016 (the 2015 bonds), for the benefit of Labette Health
pursuant Eo a First Supplemental Bond Trust Indenture dated December L, 20L6.
The proceeds of the 2015 bonds were used, together with other available fr:Ids
of Labette Health, for the purpose of providing funds to (1) advance refr:Id
$8,405,000 of the Series A, 2OO7 bonds, and (3) pay certsain costs related to
Che issuance of tshe 2015 bonds.

The refunding transacEion decreased Ehe tolal amount of future debt service
requirements by $2,390,053. This resulted in an economic gain of 91,1S5,571.
As a resulE of the refulding transaction, a deferred refunding loss of
9].47,64L was recogTrized for the difference between the book vaLue of the
refulrded debt and the amount. required to extinguish the debt. This deferred
loss is reported as a deferred outflow of resources on the statement of net
position.

On January 26, 2Ol1 , the County issued $15,000,000 in Hospital Refunding
Revenue Bonds, Series 2017 (the 2017 bonds), for Ehe benefiE of Labette Health
pursuant to a Second Supplemental Bond Trust Indenture dated,ranuary L, 20L7.
The proceeds of the 2017 bonds were used, EogeEher with other available funds
of Labette HeaLth, for the purpose of providing fulds to (1) advance refund
$16,350,000 of Ehe Series A, 2OO1 bonds, and $2,2OO,OOO of the Series B, 2OO7
bonds, and (2) pay certain cosls related to the issuance of Ehe 2017 bonds.

The refunding transaction decreased the total amount of future debt service
requirements by $5,550,068. This resulted in an economic gain of $3,574,540.
As a resuLE of Ehe refundj-ng Eransaction, a deferred refunding loss of
9297,687 was recogrized for the difference between the book value of the
refunded debts and the amount required to extinguish the debt.. Thj-s deferred
loss is reported as a deferred outflow of resources on the statement of neL
position.

The indenture agreemenEs for the 2015 and 2017 bonds require Labette HeaIEh to
transfer uo a lrustee. on a monthly basis, specified amount.s which, when
combined witstr intserest earned on the respective funds held by the trustee,
will provide sufficients funds to pay principal and interest for the bonds on
the appropriate due daEes.

such amourEs were maintained and are included lrith assels limiEed as to use in
Ehe finarlcial sEatemenEs- The obligations of r,abette Health under the
indenture agreement are secured by a pledge of its unrestricted revenues,
su.bject to the right of Labette Healttr to dispose of or encumber property as
defined and permitsted in the indenture agreement. The indenture agreement
also includes certain restrictive covenanEs relaEing to the disposiLion of
property, incurrence of additional indebtedness, the IeveI of days cash on
band, and the leve1 of fees and raEes charged. The covenanE in the irrdenture



LABETTE COIJNTY MEDICAI CEN'TER

D/B/A I,ABETTE HEATTH

NOlrES TO FINANCIA'J STATEMEIITS - CONTINUED

December 3L, 2OL7 and 2016

NOTE J - IONG-TERI.I OBLIGATIONS - CoEti-nued

agreement regarding the 1eve1 of days cash on hand requires that those leve1s
equal or exceed 75 days. The covenant in the indenture agreement regarding
the level of feeB and rates charged requires Ehat fees and rates for services
be set at levels sufficient for Labette Health to produce i.ncome available for
debt servj-ce in each fiscal year equal to 125 percent of the debt service
requirements during that fiscal year for outstanding debt.. That ratio value
was 219 percent a\d 229 percent for the years ended December 31, 2017 and
2016, respectively.

Scheduled annual debt service requiremenEs for Labette Health on 1o[g-term
debt are as follows:

Principal

$ 47s,000
518,000

1,008,000
1,035,000
1,076,000
5 ,957 ,0OO
1,L52,000
5,303,000

$23 ,634 , OOO

'7 92 , 933
322 ,267

37 ,237

t_1l]I5:_4_9_

Labette Health are

s 85't , 82:.
849, s05
818,314
740,573
741,554

3 ,07L t 455
7,862,43L

454 , O2A

InEerest

20 ,726
5,345

647
13

ToEaI

I 1,342,82L
L ,467 ,5O5
I , 826 ,31,4
1,815,573
7 ,471 ,554
9, 038, 485
9,014,431
6,76r.02A

$ 33, 083,711

InteresL

2 018
2019
2020
)d)1
2022
2023
2024
2033

2027
2032
2035

t--2:j!2:l]!
The following is a yearly schedule of future minimum lease pa).ments under
capital leases as of Decernber 3L, 20L7, for Labette Health:

Principal Total

20L8
20L9
2020
202L

Total- minimum lease
palrments

Total interesE costs of

813,5s9
321 , 612

37, 884

!_ ___?!.t31 s 1,183,007

summarized as follows:

Total interest incurred
ArnorEization of bond premium
Amortization of deferred outflows

on advance refunding
Palment of boDd issuance cosEs

Interest expense

36 ,695
240,000

20 L1

96L, 01"'t
(L , 491)

20L6

r-, 663 , 589
(30,484)

7t
180, 549

26
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I,ABETTE COTJNTY MEDICAI CENTER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCIAI STATEME}TTS - CONTINI'ED

NOTE J - LONG-TERM OBLIGATIONS

Long-term obligaEions of the

The following is a summary
ulits i

Outstsanding at December 31,
Obligatj-ons incurred
Principal pa)menEs

OuEstanding at December 31,

Scheduled annual debt service
units, are as follords r

Decernber 3]-, 2OL7 and 2016

- Continued

componenE units are sumrnarized as follows:
20L7 2016

$ s, s85, 889

399,373

s,9a5,262
9L ,209

2.38? USDA Community FaciLities Ioan, in the
original amoult of 95,500,000, payable in
monthly installments of 919,556, including
interest Ehrough October 25, 2052

3.25? USDA Community Facilities 1oan, in the
original amounE of 9400,000; payable in
monthly installrnenEs of S1,595, including
interest through OcEober 25, 2052

Less current maturities

of changes in

20L6

20L7

requirements on long- Eerm debt

t_1!91_9:1 !_
long-term debt for Ehe component

$-
5,000,000

(L4 ,738)

t_:!:3:,252
for the component

2 018
20L9
2020
202L
2022
2023 - 2027
2024 - 2032
2031 - 2037
2034 - 2042
2043 - 2047
2048 - 2052

163,815
159,050
L54 ,244
L49 , 579
L44 ,7 53
652 ,243
533,144
4L4 , 006
294 , A6'7
L75 ,7 29

Principal

$ 9L,209
95,974

LOO,740
105, 505
LLO ,27 L
622 ,431
74t.976
867 , LL4
980,253

1, 099, 391
1 t 1'7 5 ,992

t_j!29!!35"

lnterest TotaI

s 2ss, o24
255 , 024
255 , O24
255 , 024
25s , O24

L ,215, L2O
L,275 , t2O
L,275 , L2O
\ ,275 , L2O
L ,275 , L2O
L .232 . 6L6

E--9:9-€-4e

21
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LABETTE COI'NTY MEDICAI CETCTER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCIAT STATEMENTS - CONTINI'ED

Decernber 31, 2Of7 and 2016

NOTE ,f, - LONG- TERM OBLIGATIONS - Continued

Total interest costs of Ehe component units

?otal interests incurred
Less capitalized inEerest costs

Intereat expense

are summarized as follows:

201'7 2076

i L72,L4L $ 9,57s
(74,78sJ (9,575)

t______9trl91 $-

NOTE K - CONSTRUCTION NOTE PAYABLE

The construction note payable consisted of advances on a 56,000,000 line of
credit with a 1ocaI banl< for the construction of a health care facility in
Independence, I(ansas. The interest rate on the loan was 3.50 percent. The
construcEion note payable was paid off r.ritsh proceeds of the loans from the
United State Departmenl of Agriculture (USDA) dated October 25, 201-7.

NOTE L - DEFINED CONTRIBUTION PENSION PI,ANS

Labette Health sponsors a defined contribution pension plan that provides
pension benefitss for su-bstanEially all of its fu1l-Ei-rne employees. In a
defined contribution plan, benefiEs depend so1ely on amounts contributed to
the plan plus j.nvestment earnings. The plan is adminj-st.ered by a thj-rd-party
insurarce company and can be amended by the Board of Trustees. The provisions
of the plan are as fol1ows.

Employees become eligible for employer contribuEions after completing one year
of service. Labette Health contributes a percentage of gross compensation
based on the eligible employee's years of service as follows: 2 percenE if
more than one year buE less bhan 5 years of service; 4 percent if five or more
years of service but Less thar fifteen; and 6 perceDt if fiftseen or more years
of service. LabeEle Health may also make a discretionary matctring
contribution of parEicj.pant contributions to the p1an. The contribution
cannot exceed a percentage of gross compensaEion based on the eligible
employee's years of service as follows: 1 percent if more than five years of
service but less Ehan ten years of service, and 2 perceDt if more than ten
Years of service.

The emptoyees are not required to make conEributions to the plar but may elect
tso contribute from l percent to 20 percent of the participarrtis compensation
subject t.o maximum limiLs as defined by the Internal Revenue Service.

Labette Healthrs contributions for each employee are full-y vested after
10 years of continuous service.

2A



I,ABETTE COUNTY MEDICA! CEN|ER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCIAL STATEMENTS - CONTINI]ED

December 3L, 2of1 and 2015

NOTE L - DEFINED CONTRTBUIION PENSION PLANS -

For the years ended Decen cer 31, 2017 and
employees made contribuEions to Ehe plan as

Employer contributions
Employee conEributions

Continued

2016, Labette
foLlows:

Health and covered

2017

455,000

2015

$ 863, 769 $ 886,338

Labette Health has entered inEo deferred compensation agreements with certain
employees. These agreemenLs are eligible deferred compensation plans under
section 401(a) or 457(b) of the Internal Revenue Code. Ttre pl-ans can be
amended by mutual corlsent of Labette gealth and the plans' participants. AI1
asseEs of the plans are held by a third-party investmenE company for the sole
benefit of the employee and the employee's desig,nated beneficiary. The plans
generaLly provide for employer contrj,buEions based on the employees' years of
service. The employees are noE required to make conEributions Eo the plans
but may elect to contribute a percentage of cor0pensaEion subjecE Eo maximum
limits as defined by tshe Internal Revenue Service- LabetEe Health's
contributions become fully veseed after periods defined in each pIair. For the
years ended December 31, 2OL7 and 2016, Labette Health and covered employees
made conEributions to these plans as follows:

20L',? 2 0).6

Employer contributions
Employee contributions

311 ,251 2\4,112

s 413,6s5 $ 2e1,826

455,000

patients, most of whom
payor agreements. The
third-party payors at

2016

37. rt

13.3
19. 3
2L.t

100.0t

NOTE M - CONCENTRATION OF CREDIT RISK

Labetste Healttr graots credit without collateral to its
are 1oca1 residenEs and are insured under third-party
mix of patieut accounts receivable from patients and
December 3f, 2Oa'7 and 2015, is as foLlows:

20r'7

31- 1*
10.5
11.3
20 .0
27 .L

!!!--q?

Medicare
Medicaid
Blue Cross
Other insurers
Patienbs



I,ABETTE COUNTY MEDICAI CE!f,TER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCIAL STATEMBITS - CONTINI'ED

Decernber 3a, 2of7 and 2016

NOTE N - COMPONE}IT UNITS' CONDEI{SED FINANCIAL INFORMATION

The following is condensed financial data for the discretely presented
componenE units of Labette llealth as of December 3L, 2Of7 and 2016, and for
tshe years then ended. The Foundation is a major component units due to the
considerable financial benefit it provides to Labette HealEh.

2at1 2046
Nonmajor Major Nonmaj or
comPouent colnpoEent componeRt

urtits unit units

Majo!
comPoneEE

unit

LO2,245
2,1-79

Cash allal ca5b equiwalents
Pledges recelvable
Due fron Labeltse Health
IEvestEerfts

Total qurreat agaets

Assets limited as to uBe
Capital assets, net
Other asselg

Total assets

Current portion of loDg-tem
obligatioos

Colstnrction trote payable
CoBstruction costs payable
AccouDts Payable
f,\re to Labette Health
Accrued interest trEyabl.e

Total lialciliti.es
IONG-TERI, OBLIGATIONS, less curre[t

naturitieg

Net positioa
Net investsmeBt ia capital assets
Restricted

tror debt Eervice
E q)elalab1e for specific Inlrette

Health operating actsivities
IrDrestricted

Total oet Poaitlon

TotaL liall1ities and ne! posiiion

109$-$14s
38,878

715.591

820.015

515, 533
6,].19,599

1-s9,46s

9---Zr-g-1L.,-ql-1

5 9\,209 $

s,97t
3 ,347

45,008

aal ,201-

925 , O'19

5'7 0 ,393
2,161,003

L44,79!

$-
L,674,234

41-7 ,447
494

44,660
4,0L4

109 145

340,188

s 3t7,O32 $ 3.801,665 $ 340,333

151,744 38L,746

146,575 35L,'74A 2,L45,249 34L,746

5, 894, 053

13{, 337

4,25L

544, 590
890,10'l

1,573,98s

$ 7.6111,613

123 ,6991

(34,7t61

l____?1t.,_9:?

(11,017) 4A2 ,'t 69

570,393
503,255

1-t 655,417

r,_-?r,e!r ffe

(19, ?01)

l2L,7r2l
(41,413)

s 34O,333

30



LABETTE COUNTY MEDICAL CENTER

D/B/A I,ABETTE HEALTH

NOTES TO FINANCIAI STATEMENTS - CONTINUED

December 3]., 2Ol7 and 2015

NOTE N - COMPONENT IINITS ' CONDENSED FINANCIAI INFORMATION - Continued
2017

Rental levenue from Labette Heal,th
Other operatiDg revetues

Total operatitrg revenues

salaries and rrages, employee
benefits, sutrT)1j.es, and other
exPeDses

Depreciation alrd amortization

Tolal operaEiEg expenses

operaiing income (Ioss)
Nonoperati.ng revenues

Cltange in net position
NeE position begiDning of year

Net position end of yea!

Majo!
component

u.nit

$ 100, 000
t,ot3 ,928

!,047 ,134 5,95'7
183,52 g 23,265

L,230,652 29,222

2 016
Noltmajor Major NoDmaj or
comPonent com:ponent comPonent

u.lrits unit units

s 35,919 $ - $ a9,o52
691,910

1,41-3,924 3s,949 691,910 19,052

573,726 35,509
23,266

513,',126 59,11s

(115,734)
34,302

118, 184
99 ,477

14O,72316,697

(a2,4321 6,697 218,061 (40,7231
1,656,4L7 (41,413 ) 1,438,355 (590)

!L:,:Z:l!: s (34,716) !_L@. !___11_L_1_1!

NOTEO-RISKMANAGEMENT

For the years ended Decenber )L, 20:,7 and 2015, Labette HealEh was insured for
hospital professional liability under a comprehensive hospital liabiliEy
poticy provided by an independenE insurance carrier lr'ith limj-ts of $200,000
per occurrence up to an annual aggregate of $500,000 for al1 claims made
during the policy year. Labette Health is further covered by Ehe Kansas
HealEh Care sEabilizaEion Fund for claims in excess of its comprehensive
hospital liabj-Iity policy up to 9300,000 pursuant to any one judgment or
settlement against Labette Health for any one party, su.bj ect to an aggregatse
limitation for aII j udgments or seEtlements arising from alL claims made in
the policy year in the amount of $900,000. The policy provided by the
independent insurance carrier provides for urnbrella liability j-n excess of Ehe
underlying liniEs set forth above j.n the amoult of $1,000,000 per occurrence
wiEh an aggregaEe amount in any policy period of $3,000,000. A1I coverage is
on a claims-made basis. The above policies were renewed on January L, 2o].a,
for the policy period from January f, 2ofa to January L, 2oL9.

In addition to uhe ri-sks disclosed elsewhere in these finarcial statements and
notes thereto, Labette HeaILh is exposed to varj.ous risks of loss related to
tortss; theft of, damage to, and deslruction of assets; errors or omissions;
injuries to employees; and natural disasters- Labetste Health purchases
cornmercial insurance for tshese risks- settled claims have not exceeded this
commercial coverage in any of the past Ehree years.
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I,ABETTE COIitil:IY UEDICAI CEMTER

D/B/A IJABETTE HEALTI{

NOTES TO FINANCIAI STATEMENTS - COMTINUED

December 3L, 20:,7 and 2015

NOTE P . COMMITI4ENTS AND CONTINGENCIES

LabetEe Health purchases professional and general liability insuralce !o cover
medical malpractice and oEher liability claims (NoEe o). There are known
claims and incidenEs that. have been asserted. These cLaims have been referred
Eo Labet,te Hea1th's insurance carriers and are in various sEages of
processing. No accrual for loss contingencies related to these items has been
made in the financial statsemenls as Ehe amounE of ulEj.mate seEtlement, if any,
cannots be reasonably esEimaEed.

Labette Health leases properEy from the Foundation under an operating lease
expiring October 3]., 2052. Scheduled futsure minimum rental pal.ments under
this lease are as follows:

2 018
20L9
2020
202L
2022
2023
2024
2033
2038
2043
2048

2027
2032
2037
2042
2047
20s2

Total

$ 500,000
500, 000
500,000
500, 000
500,000

3,000,000
3,000,000
3,ooo,00o
3,000,000
3,000,000
2.900.000

s 20, 900, 000

The Foundation recognized $100,000 in other operaling revenue under this
rental agreemenE during 2017.

LabetEe Health also leases other property and equipments under various
operating leases. Rental expense for all operating leases consisbed of the
following:

2017 2076

Minimum renEals due under leases
eq)iring in more than one year

other rents
$ 100,000 s -

138,553 69,179

i---?3&!!-1 t-----52!-n2

NOTE Q - RELATED PARTY TRANSACTIONS

Labette Health receiwed 5950,575 and 9515,872 from ttre Foundat.ion during 2017
and 2015, respectsively. The Foundation received i234,602 and $13,979 from
Labette Health during 201? and 2015, respectively' Labette Health incurred
S135,435 and $132,1?5 in sa1ary and employee benefit e)q)ense on behalf of the
Foundation during 2oI7 and 2016, respectlvely. Labette HeaIEtr paid rent Lo
Ehe Foundation totaling 5100,000 during 2017.



I,ABETTE COUNTY }.{EDICAT CErirTER

D/B/A LABETTE HEALTH

NOTES TO FINANCIAL STATEMEIf,TS - CONTINI'ED

December 3L, 20L7 and 2016

NOTE Q - RELATED PARTY TRANSACTIONS - CONEJ.NUCd

LabeEte Health paid rent to LHRP totaling S35,919 and SI9,052 during 2017 and
2 015, respectj-ve1y.

At Decem.ber 3L, 20a7, Labette Health had approximaEely $1,050,000 of deposits
wiEh a local bank in addj.tsion to an outstanding equipment lease of
approximately $55O,OOO. A mernber of Labette Health's board of trustees is an
executive officer of the local bank.

NOTE R - COUNTY TAX PROCEEDS

On .rune 26, 2OOf, voters of the Courrty aPproved a .25 percenE healLh care
retailerst sales Eax to be used as a source of fulding for Ehe provision of
emergency medical services. The Coulty has agreed Eo pay Labetstse Health an
amount equal Eo the lesser of 1OO percent of the sales tax or 95 percenE of
LabeEte Heatth's direct loss attributable to uhe provisi.on of ambulance
services. 1oo percent of the sales tax exceeded 95 percent of Labette
HealEh's direct loss attribuEable to lhe provision of am.bulance servj-ces by
S382,303 during 2017 and by $473,585 during 2015. The County has restricted
these amounEs io use for fuEure capiEal acquisitions for ambulance services.

NOTE S . SI'BSEOUEIirT EVENTS

During March 2018, LabeEte Health entered into a $270,000 financing agreement
for Jurgical equipment. The agreement is for five years, with monEhly
pri-ncipal and interest palments of 54,919'

During April 2018, Labette Healttr enEered into a financing agreement of
app.oii*jtety $430,000 for a medication dispensing system. The. agree{ent is
t-oi ten yeari, with monthly principal and interest payments of. 54,453.
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